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Accountant’s Review Report 


San Pedro Property Owners’ Alliance 
Executive Director 
San Pedro, California 


We have reviewed the accompanying statement of net assets of the San Pedro Property Owners’ Alliance 
(Alliance) as of December 31, 2016, and the related statements of revenues, expenses and changes in net 
assets, functional expenses and cash flows for the year then ended, and the related notes to the financial 
statements. A review includes primarily applying analytical procedures to management’s financial data 
and making inquiries of Alliance’s management. A review is substantially less in scope than an audit, the 
objective of which is the expression of an opinion regarding the financial statements as a whole. 
Accordingly, we do not express such an opinion. 

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with accounting principles generally accepted in the United States of America, this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of the financial statements that are free from material misstatement whether due from fraud 
or error. 

Accountant’s Responsibility 

Our responsibility is to conduct the review in accordance with Statements on Standards for Accounting 
and Review Services issued by the American Institute of Certified Public Accountants. Those standards 
require us to perform procedures to obtain limited assurance that there are no material modifications that 
should be made to the financial statements for them to be in accordance with accounting principles 
generally accepted in the United States of America. We believe that the results of our procedures provide 
a reasonable basis for our conclusion. 

Accountant’s Conclusion 

Based on our review, we are not aware of any material modifications that should be made to the 
accompanying basic financial statements in order for them to be in conformity with accounting principles 
generally accepted in the United States of America. 

f UeLdc ^ p 


Fedak & Brown LLP 

Cypress, California 
August 21,2017 
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Basic Financial Statements 



San Pedro Property Owners’ Alliance 
Statement of Net Assets 
December 31, 2016 


2016 

Current assets: 

Cash and cash equivalents (note 2) $ 170,817 

Accounts receivable (note 3) 54,000 

Prepaid expenses 9,098 

Total assets 233,915 

Current liabilities: 

Accounts payable 33,817 

Total liabilities 33,817 

Net assets: 

Non-spendable - for prepaid expenses 9,098 

Unrestricted 191,000 

Total unrestricted net assets 200,098 

Total net assets $ _200,098 


See accompanying notes and independent accountant's review report. 
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San Pedro Property Owners’ Alliance 
Statement of Revenues, Expenses and Changes in Net Assets 
For the Year Ended December 31, 2016 


2016 

Operating revenues: 

Special assessments $ 1,050,823 

Interest income 601 

Other revenue 67,220 

Total operating revenues 1,118,644 

Operating expenses: 

Program services 789,392 

Supporting services 133,120 

Total operating expenses 922,512 

Operating income 196,132 

Change in net assets 196,132 

Net assets, beginning of year 3,966 

Net assets, end of year $ _ 200,098 

See accompanying notes and independent accountant's review report. 
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San Pedro Property Owners’ Alliance 
Statement of Functional Expenses 


For the Year 

Ended 

December 31, 

2016 




Program 

Supporting 

2016 



Services 

Services 

Total 

Accounting fees 

$ 

- 

7,773 

7,773 

City of Los Angeles administrative fee 


20,951 

- 

20,951 

Donations 


14,062 

- 

14,062 

Dues and subscriptions 


459 

51 

510 

Insurance 


23,434 

2,603 

26,037 

Maintenace and repairs 


57,119 

- 

57,119 

Marketing and development 


54,546 

- 

54,546 

Office supplies and other 


10,432 

10,432 

20,864 

Outside services - related party 


4,362 

4,363 

8,725 

Postage and printing 


100 

99 

199 

Professional fees 


14,829 

- 

14,829 

Promotional costs 


6,360 

- 

6,360 

Rent - related party 


12,413 

12,412 

24,825 

Sanitation 


97,773 

- 

97,773 

Salaries and wages - labor 


78,242 

78,242 

156,484 

Salaries and wages - taxes and insurance 


9,765 

9,765 

19,530 

Security 


159,992 

- 

159,992 

T ourism promotions and ambassadors 


127,537 

- 

127,537 

T ravel 


148 

148 

296 

T rolley operations 


89,636 

- 

89,636 

Utilities 


7,232 

7,232 

14,464 

Total 

$ _ 

789,392 

133,120 

922,512 


See accompanying notes and independent accountant's review report. 
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San Pedro Property Owners’ Alliance 
Statement of Cash Flows 
For the Year Ended December 31, 2016 

2016 

Cash flows from operating activities: 

Cash receipts from special assessments $ 1,050,572 

Cash receipts from other revenue 67,220 

Cash paid for administrative fees (29,623) 

Cash paid to vendors and suppliers for services (954,744) 

Net cash provided by operating activities _ 133,425 

Cash flows from investing activities: 

Interest earnings _ 601 

Net cash provided by investing activities _ 601 

Net increase in cash and cash equivalents 134,026 

Cash and cash equivalents, beginning of year _ 36,791 

Cash and cash equivalents, end of year $ 170,817 

Reconciliation of operating income to net cash used in operating activities: 

Operating income $ 196,132 


Adjustments to reconcile operating income to net cash used in 
operating activities: 

Changes in assets and liabilities: 

(Increase)decrease in assets: 


Accounts receivable (20,221) 

Prepaid expenses (251) 

Increase(decrease) in liabilities: 

Accounts payable (41,860) 

Compensated absences (375) 

Net cash provided by operating activities $_ 133,425 


See accompanying notes and independent accountant's review report. 
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San Pedro Property Owners’ Alliance 
Notes to the Financial Statements 
For the Year Ended December 31, 2016 

(1) Reporting Entity and Summary of Significant Accounting Policies 

A. Organization and Operations of the Reporting Entity 

The San Pedro Historic Waterfront Business Improvement District (BID) as administered by the San 
Pedro Property Owners’ Alliance (Alliance) was established on January 1, 2008, and reauthorized on 
January 1, 2013, for a five-year term, by the Los Angeles City Council (City Council), pursuant to 
Section 36500 et seq. of the California Streets and Highways Code. Each year the City of Los Angeles 
levies a special assessment upon businesses located within the District to support the Alliance’s 
operations for that fiscal year. Such special assessments levied and collected by the City of Los Angeles 
(City) shall be used only for the purposes set forth in said Ordinance, except for any City costs or 
expenses that are charged to the Alliance by the City for the administration of the Alliance’s program. 
The improvements to be arranged, performed, secured, or otherwise administered or managed by the 
Alliance contribute to the economic and promotional well-being of the community. 

The City Council has contracted with the Alliance to act as the administrator of the BID. The services and 
activities performed by the Alliance for local businesses are of a supplemental nature, such that, were it 
not for the establishment of the Alliance, the supplemental services and activities performed could not or 
would not be performed by the City or City employees, and such that the interests of the City are better 
served by the establishment of an agreement with the Alliance to be the administrator of the BID than by 
the performance or attempted performance of such supplemental services and activities by the City. The 
City Council has determined that the public interest, convenience and necessity require the execution of 
an annual agreement to provide these services and activities provided by the Alliance as the administrator 
of the BID." 

The Alliance’s records are kept at the San Pedro Property Owners’ Alliance, 390 W. 7 th Street, San Pedro, 
California 90731. The Alliance’s telephone number is (310) 832-2183. 

B. Basis of Accounting and Measurement Focus 

The Alliance prepares its financial statements in accordance with accounting principles generally 
accepted in the United States of America, which involves the application of accrual accounting; 
consequently, revenues and gains are recognized when earned, and expenses and losses are recognized 
when incurred. 

Operating revenues such as special assessments result from exchange transactions associated with the 
principal activity of the Alliance. Exchange transactions are those in which each party receives and gives 
up essential equal values. 

Net assets, revenues, expenses, gains, and losses are classified based on the existence or absence of 
donor-imposed restrictions. Accordingly, net assets of the Alliance and changes therein are classified as 
follows: 

Unrestricted net assets - Net assets and program revenues which are available and used for 
operations and programs. 

Temporarily restricted net assets - Net assets subject to donor-imposed stipulations met either by 
actions of the donor, the Alliance, and/or the passage of time. Resources of this nature originate from 
gifts, bequests, contracts and investment income earned on restricted funds. When a restriction 
expires, temporarily restricted net assets are reclassified to unrestricted net assets. As of December 
31, 2016, the Alliance had no temporarily restricted net assets. 
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San Pedro Property Owners’ Alliance 
Notes to the Financial Statements 
For the Year Ended December 31, 2016 

(1) Reporting Entity and Summary of Significant Accounting Policies, continued 

B. Basis of Accounting and Measurement Focus, continued 

Permanently restricted net assets - Net assets subject to donor-imposed stipulations that the coipus 
be maintained permanently by the Alliance. The donors of these assets permit the Alliance to use all 
or part of the income or gains earned on related investments for general (unrestricted) or specific 
(temporarily restricted) purposes. Any gains from sales are invested back into the investment fund. As 
of December 31, 2016, the Alliance had no permanently restricted net assets. 

Revenues are either reported as increases in unrestricted net assets unless the use of the related assets is 
limited by donor-imposed restrictions. Expenses are reported as decreases in unrestricted net assets. Gains 
and losses on investments and other assets are reported as increases or decreases in unrestricted net assets 
unless their use is restricted by explicit donor stipulations or by law. Expirations of temporary restrictions 
on net assets are reported as reclassifications between the applicable classes of net assets. 

C. Financial Reporting and Presentation 

The accompanying financial statements are prepared on the accrual basis of accounting in accordance 
with accounting principles generally accepted in the United States of America, which involves the 
application of accrual accounting. 

D. Assets, Liabilities, and Net Assets 

1. Use of Estimates 

The preparation of the basic financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the reported amounts 
of assets and liabilities and disclosures of contingent assets and liabilities at the date of the financial 
statements and the reported changes in net assets during the reporting period. Actual results could 
differ from those estimates. 

2. Cash and Cash Equivalents 

All of the Alliance’s cash and cash equivalents are held at a local banking institution. The Alliance 
considers all highly liquid investments with a maturity of three months or less to be cash equivalents. 

3. Accounts Receivable 

The Alliance considers accounts receivable to be fully collectible. Accordingly, an allowance for 
uncollectible accounts has not been recorded. 

4. Prepaid Expenses 

Certain payments to vendors reflects costs or deposits applicable to future accounting periods and are 
recorded as prepaid items in the basic financial statements. 

5. Capital Assets 

Capital assets acquired and/or constructed are capitalized at historical cost. Alliance policy has set the 
capitalization threshold for reporting capital assets at $5,000. Contributed assets are recorded at 
estimated fair market value at the date of contribution. Upon retirement or other disposition of capital 
assets, the cost and related accumulated depreciation are removed from the respective balances and 
any gains or losses are recognized. Depreciation is recorded on a straight-line basis over the estimated 
useful lives of the assets as follows: 

• Vehicles 5 years 
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San Pedro Property Owners’ Alliance 
Notes to the Financial Statements 
For the Year Ended December 31, 2016 


(1) Reporting Entity and Summary of Significant Accounting Policies, continued 
D. Assets, Liabilities, and Net Assets, continued 

6. Compensated Absences 

The Alliance’s policy is to permit employees to accumulate earned vacation up to a total of 150% of 
earned vacation hours following the Alliance’s vesting policy, determined by days to years of eligible 
service. Balances are paid out as part of the employee’s regular compensation. Upon termination of 
employment, employees are paid all unused vacation and forfeit any unused sick time. 

7. Revenues - Special Assessments 

All special assessments are levied and collected by the City of Los Angeles Treasurer’s Office and 
submitted to the Alliance throughout the year. 

8. Allocated Expenses 

The direct costs of providing the various programs and other activities have been summarized on a 
functional basis in the statement of activities. Certain indirect costs have been allocated among the 
program and supporting services based upon estimated usage. Usage is calculated using an 
appropriate methodology such as percentage of staff time. 

9. Income Taxes 

The Alliance is an incorporated non-profit organization that is exempt from federal income taxes 
under Internal Revenue Code Section 501(c)(6) and under California Revenue and Taxation Code 
Section 23701(d). Accordingly, no provision for federal or state income taxes has been made. The 
Alliance however is subject to federal and California income taxes on unrelated business income as 
stipulated in the Internal Revenue Code. At December 31, 2016, the Alliance had no unrelated 
business income. 


The Alliance recognizes the impact of tax positions in the financial statements if that position is more 
likely than not of being sustained on audit, based on the technical merits of the position. To date, the 
Alliance has not recorded any uncertain tax positions. The Alliance recognizes potential accrued 
interest and penalties related to uncertain tax positions as income tax expense. At December 31, 2016, 
the Alliance did not recognize any amount in potential interest and penalties associated with uncertain 
tax provisions. 

(2) Cash and Cash Equivalents 


Cash and cash equivalents as of December 31, are classified in the accompanying financial 
statements as follows: 


2016 


Statement of net assets: 

Cash and cash equivalents $ 170,817 

Total $ 170,817 

Cash as of December 31, consists of the following: 

Deposits with a local banking institution $ 170,817 

$ 170,817 
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San Pedro Property Owners’ Alliance 
Notes to the Financial Statements 
For the Year Ended December 31, 2016 


(3) Accounts Receivable 

Accounts receivable as of December 31, is as follows: 

City of Los Angeles - California Arts Council grant 
Anheuser Busch 

Total 

(4) Capital Assets 

Capital assets as of December 31, are summarized as follows: 
Vehicles 

Less: Accumulated Depreciation 
Total 


2016 

$ 50,500 

_ 3,500 

$ 54,000 


2016 

$ 97,637 

(97,637) 

$ 


(5) Commitments 

Management Agreement 

The City of Los Angeles has contracted with the San Pedro Property Owners’ Alliance to act as the 
Administrator of the Business Improvement District. 

Related Party Transactions 

The Alliance has a service contract with the San Pedro Chamber of Commerce to utilize office space and 
provide various administrative services on behalf of the Alliance. During the year ended December 31, 
2016 the Alliance reimbursed the Chamber, $24,825, for costs related to rental of office space and $8,725 
for other services provided to the Alliance. 

(6) Contingencies 

Risks and Uncertainties 

Certain services of the Alliance are governed by grants and contracts from governmental agencies. There 
can be no assurance that the Alliance will be able to obtain future grants as deemed necessary by 
management, although management believes there is no current indication that grants and contracts are in 
jeopardy. The loss of certain current grants, or the inability to obtain future grants, could have an adverse 
effect on the Alliance’s financial position and results of operations. Failure of the Alliance to comply with 
applicable regulatory requirements can result in, among other things, loss of funding, warning letters, 
fines, injunctions, and civil penalties. The Alliance purchases commercial insurance as its method of 
defraying risk of losses from natural causes, general liabilities, and theft. The Alliance assumes any 
liability for deductible and claims in excess of coverage limitations. 
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San Pedro Property Owners’ Alliance 
Notes to the Financial Statements 
For the Year Ended December 31, 2016 

(6) Contingencies, continued 
Indemnities and Guarantees 

The Alliance has made certain indemnities and guarantees under which it may be required to make 
payments in relation to certain transactions. The Alliance indemnifies its directors, officers, employees, 
and agents to the maximum extent permitted under California state law. The duration of these indemnities 
and guarantees varies and, in certain cases, is indefinite. These indemnities and guarantees do not provide 
for any limitation of the maximum potential future payments the Alliance could be obligated to make. 
Historically, the Alliance has not been obligated to make significant payments for these obligations and 
no liabilities have been recorded for these indemnities and guarantees in the accompanying statement of 
financial position. 

(7) Concentration of Revenue 

The Alliance receives approximately 94% of its income per year as guaranteed assessments from the City 
of Los Angeles. The income is levied as a special assessment placed upon businesses located within San 
Pedro to support the Alliance’s operations each fiscal year. 

(8) Subsequent Events 

Events occurring after December 31, 2016 have been evaluated for possible adjustment to the financial 
statements or disclosure as of August 21, 2017, which is the date the financial statements were available 
to be issued. 
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